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(k) Effective date. This section applies 
to tax refund payments payable under 
26 U.S.C. 6402 after January 1, 1999. 

[63 FR 72094, Dec. 30, 1998] 

§ 285.4 Offset of Federal benefit pay-
ments to collect past-due, legally 
enforceable nontax debt. 

(a) Scope. (1) This section sets forth 
special rules applicable to the offset of 
Federal benefit payments payable to an 
individual under the Social Security 
Act (other than Supplemental Security 
Income (SSI) payments), part B of the 
Black Lung Benefits Act, or any law 
administered by the Railroad Retire-
ment Board (other than payments that 
such Board determines to be tier 2 ben-
efits) to collect delinquent nontax debt 
owed to the United States. 

(2) As used in this section, benefit 
payments ‘‘due to’’ an individual, 
‘‘payable to’’ an individual, and/or ben-
efit payments ‘‘received by’’ an indi-
vidual, refer to those benefit payments 
expected to be paid to an individual be-
fore any amounts are offset to satisfy 
the payee’s delinquent debt owed to the 
United States. Nothing in these 
phrases, similar phrases, or this sec-
tion is intended to imply or confer any 
new or additional rights or benefits on 
an individual with respect to his or her 
entitlement to benefit payments. The 
Financial Management Service (FMS), 
the Social Security Administration, 
the Railroad Retirement Board, and 
other payment agencies are not liable 
for the amount offset from an individ-
ual’s benefit payment on the basis that 
the underlying obligation, represented 
by the payment before the offset was 
taken, was not satisfied. See 31 U.S.C. 
3716(c)(2)(A). 

(b) Definitions. As used in this sec-
tion: 

Administrative offset or offset means 
withholding funds payable by the 
United States (including funds payable 
by the United States on behalf of a 
State government) to, or held by the 
United States for, a person to satisfy a 
debt. 

Agency or Federal agency means a de-
partment, agency, court, court admin-
istrative office, or instrumentality in 
the executive, judicial, or legislative 
branch of the Federal Government, in-
cluding government corporations. 

Covered benefit payment means a Fed-
eral benefit payment payable to an in-
dividual under the Social Security Act 
(other than SSI payments), part B of 
the Black Lung Benefits Act, or any 
law administered by the Railroad Re-
tirement Board (other than payments 
that such Board determines to be tier 2 
benefits). The amount of the covered 
benefit payment payable to a debtor 
for purposes of this section will be the 
amount after reduction or deduction 
required under the laws authorizing 
the program. Reductions to recover 
benefit overpayments are excluded 
from the covered benefit payment when 
calculating amounts available for off-
set. 

Creditor agency means a Federal agen-
cy owed a debt that seeks to collect 
that debt through administrative off-
set. 

Debt or claim means an amount of 
money, funds, or property which has 
been determined by an agency official 
to be due the United States from any 
person, organization, or entity except 
another Federal agency. Debt or claim 
does not include a debt or claim arising 
under the Internal Revenue Code of 
1986 or the tariff laws of the United 
States. 

Debtor means a person who owes a 
debt. The term ‘‘person’’ includes any 
individual, organization or entity, ex-
cept another Federal agency. 

Disbursing official means an official 
who has authority to disburse public 
money pursuant to 31 U.S.C. 3321 or an-
other law, including an official of the 
Department of the Treasury, the De-
partment of Defense, the United States 
Postal Service, or any other govern-
ment corporation, or any official of the 
United States designated by the Sec-
retary of the Treasury to disburse pub-
lic money. 

FMS means the Financial Manage-
ment Service, a bureau of the Depart-
ment of the Treasury. 

Monthly covered benefit payment 
means a covered benefit payment pay-
able to a payee on a recurring basis at 
monthly intervals that is not expressly 
limited in duration, at the time the 
first payment is made, to a period of 
less than 12 months. 

Payee means a person who is due a 
payment from a disbursing official. For 
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purposes of this section, a ‘‘payee’’ is a 
person who is entitled to the benefit of 
all or part of a payment from a dis-
bursing official. 

Taxpayer identifying number means 
the identifying number described under 
section 6109 of the Internal Revenue 
Code of 1986 (26 U.S.C. 6109). For an in-
dividual, the taxpayer identifying 
number generally is the individual’s so-
cial security number. 

(c) Administrative offset, generally. Dis-
bursing officials shall offset payments 
to satisfy, in whole or in part, debts 
owed by the payee. Disbursing officials 
shall compare payment records with 
records of debts submitted to FMS for 
collection by administrative offset. A 
match will occur when the taxpayer 
identifying number and name of the 
payee (as defined in paragraph (b) of 
this section) on a payment record are 
the same as the taxpayer identifying 
number and name of the debtor on a 
debt record. When a match occurs and 
all other requirements for offset have 
been met, the disbursing official shall 
offset the payment to satisfy, in whole 
or in part, the debt. Any amounts not 
offset shall be paid to the payee. Cov-
ered benefit payments, i.e., payments 
made to individuals under the Social 
Security Act (other than Supplemental 
Security Income (SSI) payments), part 
B of the Black Lung Benefits Act, or 
any law administered by the Railroad 
Retirement Board (RRB) (other than 
tier 2 benefit payments) are among the 
types of payments which may be offset 
to collect debts owed to the United 
States. Offset of covered benefit pay-
ments are subject to the limitations 
contained in this section. Offsets of 
covered benefit payments will occur 
only if the name and taxpayer identi-
fying number of the person who is enti-
tled to the benefit of all or a part of 
the payment matches the name and 
taxpayer identifying number of the 
debtor. 

(d) Submission of debts to FMS for col-
lection by administrative offset. Creditor 
agencies must notify FMS of all past- 
due, legally enforceable debt delin-
quent for more than 180 days for pur-
poses of collection by administrative 
offset. Creditor agencies may notify 
FMS of all debt delinquent for less 
than 180 days for purposes of collection 

by administrative offset. Prior to such 
notification, creditor agencies must 
certify to FMS that the debt is past- 
due, legally enforceable, and that the 
creditor agency has provided the debt-
or with notice and an opportunity for a 
review in accordance with the provi-
sions of 31 U.S.C. 3716(a) and other ap-
plicable law. 

(e) Offset amount. (1) The amount off-
set from a monthly covered benefit 
payment shall be the lesser of: 

(i) The amount of the debt, including 
any interest, penalties and administra-
tive costs; 

(ii) An amount equal to 15% of the 
monthly covered benefit payment; or 

(iii) The amount, if any, by which the 
monthly covered benefit payment ex-
ceeds $750. 

(2) A debtor shall not receive a refund 
of any amounts offset if the debtor’s 
monthly covered benefit payments are 
reduced, suspended, terminated, or oth-
erwise not received for a period of 12 
months. 

(3) Examples. (i) A debtor receives 
monthly Social Security benefits of 
$850. The amount offset is the lesser of 
$127.50 (15% of $850) or $100 (the amount 
by which $850 exceeds $750). In this ex-
ample, the amount offset is $100 (as-
suming the debt is $100 or more). 

(ii) A debtor receives monthly Social 
Security benefits of $1250. The amount 
offset is the lesser of $187.50 (15% of 
$1250) or $500 (the amount by which 
$1250 exceeds $750). In this example, the 
amount offset is $187.50 (assuming the 
debt is $187.50 or more). 

(iii) A debtor receives monthly Social 
Security payments of $650. No amount 
will be offset because $650 is less than 
$750. 

(f) Notification of offset. (1) Before off-
setting a covered benefit payment, the 
disbursing official will notify the payee 
in writing of the date offset will com-
mence. The notice shall inform the 
payee of the type of payment that will 
be offset; the identity of the creditor 
agency which requested the offset; and 
a contact point within the creditor 
agency that will handle concerns re-
garding the offset. 

(2) The disbursing official conducting 
the offset will notify the payee in writ-
ing of the occurrence of the offset to 
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satisfy, in whole or in part, a delin-
quent debt owed to the United States. 
The notice shall inform the payee of 
the type and amount of the payment 
that was offset; the identity of the 
creditor agency which requested the 
offset; and a contact point within the 
creditor agency that will handle con-
cerns regarding the offset. 

(3) Non-receipt by the debtor of the 
notices described in paragraphs (f)(1) 
and (f)(2) of this section shall not im-
pair the legality of the administrative 
offset. 

(g) Fees. A fee which FMS has deter-
mined to be sufficient to cover the full 
cost of the offset procedure, shall be 
deducted from each offset amount. 
Creditor agencies may add this fee to 
the debt if not otherwise prohibited by 
law. 

(h) Disposition of amounts collected. 
The disbursing official conducting the 
offset will transmit amounts collected 
for debts, less fees charged under para-
graph (g) of this section, to the appro-
priate creditor agency. If an erroneous 
offset payment is made to a creditor 
agency, the disbursing official will no-
tify the creditor agency that an erro-
neous offset payment has been made. 
The disbursing official may deduct the 
amount of the erroneous offset pay-
ment from future amounts payable to 
the creditor agency. Alternatively, 
upon the disbursing official’s request, 
the creditor agency shall return 
promptly to the disbursing official or 
the affected payee an amount equal to 
the amount of the erroneous payment. 
The disbursing official and the creditor 
agency shall adjust the debtor records 
appropriately. 

[63 FR 44988, Aug. 21, 1998] 

§ 285.5 Centralized offset of Federal 
payments to collect nontax debts 
owed to the United States. 

(a) Scope. (1) This section governs the 
centralized offset of Federal payments 
to collect delinquent, nontax debts 
owed to Federal agencies in accordance 
with 31 U.S.C. 3716, 3720A and 26 U.S.C. 
6402 and applicable regulations. The 
Department of the Treasury’s Finan-
cial Management Service (FMS) ad-
ministers centralized offset through 
the Treasury Offset Program. Offset oc-
curs when the Federal government 

withholds part or all of a debtor’s Fed-
eral payment to satisfy the debtor’s de-
linquent debt owed to the government. 

(2) Special rules apply to the collec-
tion of delinquent, nontax debts 
through the centralized offset of cer-
tain types of Federal payments, includ-
ing tax refunds (31 CFR 285.2), Federal 
benefit payments (31 CFR 285.4), and 
Federal salary payments (31 CFR 285.7). 
While this rule applies to such pay-
ments, nothing in this rule is intended 
to contradict any provision of those 
more specific sections. To the extent 
any provision of this rule is incon-
sistent with a more specific provision 
of §§ 285.2, 285.4 or 285.7 of this part, the 
more specific provision shall apply. 

(3) The receipt of collections pursu-
ant to this section does not preclude a 
Federal agency from pursuing other 
debt collection remedies in conjunction 
with centralized offset. Nothing in this 
section precludes an agency from pur-
suing all available debt collection rem-
edies simultaneously, provided that 
collections do not exceed the amount 
of the debt, including any interest, 
penalties, and administrative costs. 

(b) Definitions. As used in this sec-
tion: 

Agency or Federal agency means a de-
partment, agency or subagency, court, 
court administrative office, or instru-
mentality in the executive, judicial, or 
legislative branch of the Federal Gov-
ernment, including government cor-
porations. 

Centralized offset means the offset of 
Federal payments through the Treas-
ury Offset Program to collect debts 
which creditor agencies have certified 
pursuant to 31 U.S.C. 3716(c), 3720A(a) 
and applicable regulations. The term 
‘‘centralized offset’’ includes the Treas-
ury Offset Program’s processing of off-
sets of Federal payments disbursed by 
disbursing officials other than FMS. 

Creditor agency has the same meaning 
as found at 31 U.S.C. 3701(e)(1) and 
means any Federal agency that is owed 
a claim or debt that seeks to collect 
that claim or debt through offset of 
Federal payments. 

Debt or claim has the meaning con-
tained in 31 U.S.C. 3701(b) and means 
any amount of money, funds, or prop-
erty that has been determined by an 
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